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HONG KONG EXPORT & IMPORT CONTROLS 


Government officials and business 
men in Hongkong are equally anxi- 
ous to reduce existing restrictions 
on the free flow or commerce to a 
minimum, and to promote actively 
the basis of our prosperity, the en- 
trepot trade. The return to normal 
trading conditions however, depends 
less on the good intentions and 
efficiency of, and the cooperation 
between, the commercial community 
and Government but on internation- 
al economic developments, in par- 
ticular those which affect countries 
in the Far East. By and large, 
Hongkong has so far suffered less 
commercial amd financial restric- 
tions than any other place in Asia; 
amidst ever expanding systems of 
State controls and private enterprise 
slowly succumbing to the coilective 
management of national economic 
affairs, the free port tradition of 
Hongkong has maintained itself al- 
though not entirely unimpaired. 


It remains the intention of Gov- 
ernment here to reduce and simplify 
the relatively few existing controls 
and to proceed with measures which 
eventually will restore free trading 
conditions. In this endeavour Gov- 
ernment has the most appreciative 
support of the entire business com- 
munity eof Hongkong irrespective of 
race or nationality. What restric- 


tions still remain in force are not 
ef our making but occasioned by 
sur adherence to international 


agreements and the fact that this is 
a British Colony. 


There exists some misunderstand- 
ing here and abroad about tie 
operation of the local export and im- 
port controls; actually, trade con- 
trol measures affect only a few com- 
modities and foodstuffs which are 
under world allocation or at present 
not available in sufficient quantities 
for the requirements of the local 
population. 


Hongkong Export Control 

The exportation of all 
free wth the exception of the 
undermentioned two groups, viz: 1.) 
Prohibited Exports and 2.) Control- 
led Exports. 


(1.) Prohibited Exports: 
Foodstuffs—butter, flour, 
sugar, coconut oil, peanut cakes. 


goods is 


rice, 


Bottles—all kinds, whole. broken, 
empty or filled. 

Cotton yarn of all kinds: Cotton 
threads of all kinds. 

Firewood. 

Motor cars and trucks, motor 


accessories and spare parts. 
Baths, basins, toilet and ali bath- 
room accessories, water closets. 
Iron pipes, galvanised. 
Mild steel bars, all 
mild {steel angles, channels, 
joists and window sections. 
Tin in slabs and ingots and plates. 
Gold and Silver bullion and coin. 


Exporters may obtain export 
licences for the above mentioned 
goods upon application to the Dept. 
of Supplies, Trade & Industry; in 
the case of treasure applications are 
to be filed with the Financial Secret- 
ary. Certain quantities of food- 
stuffs, bottles cotton threads, tin 
are regularly permitted for export, 
mostly in accordance with world 
allocations made for commodities in 


short supply. 


(2.) Controlled Exports: 


Tung oil and Tin to the US., 
Canada and the Philippines (cf. our 
issue May 28, pp.34/5) in accordance 
with “Export Control Order, 1947,” 
gazetted last May 24. Export licen- 
ces will be freely given provided that 
exporters deliver their export bills 
to a local bank, i.e. selling to Gov- 
ernment 25 percent of their US$ re- 
ceipts at the official rate, retaining 
75 percent for free disposal. 


dimensions; 
tees, 


All other exports are free but ex- 
porters are required, for statistical 
purposes only, to fill in an “Export 
Declaration,” a form printed by the 
Govt Dept of Imports & Exports. 


Hongkong Import Control 


Under the “Import Control Order, 
1947,”” which came into force as from 
June 16, the previous system of im- 
port licences has been simplified. 
The importation of any goods into 
the Colony must be covered by either 
a general or a special licence which 
is issued by the Imports & Exports 
Dept. 

General Import Licence: the im- 
portation of all conimodities, other 
than enumerated below, irom the 
following countries is covered by 2 
general licence, that is to say they 
are free and no import applications 
have to be filed: British Empire, 
including Mandated Territories, but 
excluding Canada and Newfound- 


land; Egypt and Anglo-Egyptian 
Sudan, Iraq, Transjordan, Iceland, 
the Faroe Islands, France and 
French Empire, Netherlands and 
the Dutch Empire, Czechoslovakia, 
Greece, Italy, Siam, China and 
Macao. 

The following commodities re- 
quire, however, special licences: 
Butter, cheese, coconut oil, mar- 


garine, flour, rice, sugar, meat, soap, 
tin, hemp, coal, coke, cotton yarn 
and sulphate of ammonia. 

With regard to China and Macao 
only coal, coke and cotton yarn re- 
quire special import licence . 

eSpecial Import Licence: All im- 
ports from countries outside the 
sterling area countries and kindred 
countries require special import 
licences. Applications for imports 
of commodities inty the Colony for 
local cgnsumption or re-export were 
never refused in the past- the fil- 
ing of an application for the issue 
of an import licence is a formality 
and required for the purpose of 
collection of trade statistics. 


% 
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1,047 factories. During May, 44 re- 
gistration certificates wera issued by 
the Factory Inspector which brings 
up the total of registered factories as 
on May 31, to 651. 


Business Conditions 


On the whole the situation during 
May has not undergone much change 
when compared with the position in 
April which was reviewed in our 
issue of May 14. The textile indus- 
try, while expecting, with good rea- 
son, an improvement in sales in Far 
Eastern markets, regards the present 
time as_ slack. Seasonal orders 
nevertheless keep many thousand 
knitters and weavers busy. 

The majority of the small rubber 
shoes factories have now closed, 
waiting for better times, particularly 
orders from Britain. The large fac- 
tories operate at about 20 to 30 per- 
cent of their prewar capacity. 
Leather tanning factories are also 
working at about 30 percent of their 
capacity. Business for factories pro- 
ducing perfumery and cosmetic 
articles has been rather poor, with 
most factories now down to about 20 
percent of their prewar production 
Yate. 

On the other hand, the producers 

of preserved fruits, ginger and jams 
report much improved conditions. 
Preserved ginger is now produced at 
the rate of about 3,000 tons per year 
which compares favourably with the 
pre-war peak annual production of 
ess than 8,000 tons. 
‘ The boom in the paint industry 
continues and business in this line 
has been bringing very good profits. 
The current monthly production rate 
of local paint manufacturers is about 
350 tons per year. 

The eh petition of foreign goods 
has particularly hard hit one of the 
most promising branches of local in- 
dustry: the hand torch batteries. 
The current output is only about 20 
percent of what it used to be in 1941. 


Industrial Exhibition 

The scheme of establishing in 
Hongkong an International Trade 
Fair (as ‘outlined in our issue of 
June 4) has been welcomed by a 
number of local manufacturers who 
believe that a permanent or occa- 
sional exhibition of local industrial 
products would greatly stimulate 
overseas buying interest and would 
lead to much new _ business. The 
early realisation of this scheme 
would certainly benefit the local in- 
dustries which operate here at a very 
low degree of their capacity, and the 
establishment of new factories, pro- 
ducing for export markets, may be 
speeded up. There are here as was 
pointed out repeatedly in previous 
issues of this publication, several in- 
‘dustrial investors waiting for the 
appropriate time.to start large-scale 
production; their calculaticns are 
influenced by the future marketabi- 
lity of their products, apart from 
‘other considerations. The - projected 
industrial exhibiticn and trade fair 
will certainly greatly facilitate the 
future sale of most of our local pro- 
ducts 
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AVIATION REPORTS 


During the first five months of 1947 
atotalof 818 planes arrived in Hong- 
kong, and the number of passengers 
arriving from or leaving for abroad 
ageregated 18,588. The total weight 
of freight carried inward and out- 
ward for the period Jan./May 1947 
was 235,887 kilogrammes, and the 


total quantity of mail carried during 
the same period was 53,230 kgs. 

The monthly averages for 1946 
were as follow: passengers: 2,105; 
freight 15,792 kgs; mail 3,915 kgs. 


Following are monthly figures for 
Jan.’May 1947: 


No. of 

planes Passengers Freight Mail 

arrivals in & out in & Dut in & out 

DOROU BLY sas cous ceasateerteraen tien ae 172 PeeM iP 31,297 kgs. 9,606 kgs 
REDIU BEY irri sas 104 ley at 28,994 8.814 
March ig deontnn cece acts 141 3,085 44,014 9,104 
ADPID) caeentuten. seca. eer 185 5,387 59,820 9,559 
May Gate cc pteiee tence Lee 216 6,173 71,762 16.147 

Following are detailed aviation figures for the month of April: 

In Out Total 
2.590 2,797 5,387 

41,777 kgs. 18,043 kgs. 59,820 kgs. 

6,120 kgs. 3,439 kgs. 9,559 kgs. 


detailed 


Following are 


Passengers 


aga peEpc Usp ihgeccauoannsant canpasoded 3.257 


aviation figures for the month of May: 


In Out Total 
2,916 6,173 
50,613 kgs. 21,149 kgs. 71,762 kes. 
9,327 kgs. 6.820 kgs. 16,147 kgs. 


The increase in passengers, freight 
and particularly mail carried by air- 
craft during May is remarkable, 


British 
(BOAC) 


Overseas Airways Corp. 


As from June 26, BOAC will operate 
a duplicating service on its Dragon 
route, connecting Hongkong with 
United Kingdom (Poole airport). The 
present fleet of Hythe flying boats 
continue with the weekly schedule to 
England (and thence to America), 
and to Singapore (and Australia'New 
Zealand). The new duplicating ser- 
vice operates Plymouth flying bvats. 
Apart from the fact that a new fleet 
of aircraft permits a two-way twice- 
weekly service between Hongkong 
and the United Kingdom, added in- 
terest is provided by the use of Ply- 
mouth flying-boats which have a 
greater passenger and cargo-carrying 
capacity. Plymouths can carry 22 
passengers from Hongkong to Poole 
and also extra baggage load. 


The new aircraft will follow exist- 
ing schedules between Hongkong and 
England, but they have a greater 
range than the Hythe flying-boats. 


With this additional service BOAC 
can offer extra facilities for carrying 
mail to and from the home country, 
and it will be able to catch up with a 
back-log of: passengers who wish to 
travel to England by the Corpora- 
tion’s flying-boats. 


Skyways Ltd. 
Since last month this aviation 


company has based at Kaitak air- 
field a 4-engined Lancastrian aircraft 


which operates frequent unscheduled 
flights to Singapore. The journey is 
direct and takes 7 hours. The fare 
to Singapore costs $880. 


This British company has recently 
approached the Siamese Govt with a 
view to establishing a Bangkok ser- 
vice. The Siamese Govt has already 
consented and Skyways planes will 
soon fly to Bangkok. The terms of 
the aviation agreement will be simi- 
lar to the P.O.A.S. (Pacific Overseas 
Airlines, Siam, Ltd.) agreement; ihe 
Siamese Govt is to hold 26 shares, 
the Siamese public 25 shares, and the 
aviation company 49 shares. 


American Airlines 


The Northwest Airlines will com- 
mience overseas operations on July 15, 
with inauguration flights to Japan, 
China. Philippines and _ probably 
Hongkong via a great circle route 
over Alaska. At the same time the 
company will start a route between 
Tokyo and Seoul (Korean capital 
under American Army _ control). 
DC-4 machines will- be used. Other 
plans of the company include the 
introduction of 75-passenger Boeing 
Stratocruisers on the U.S.-Japan run 
(shortening the running time be- 
tween New” York and Tokyo to 24 
hours). The use of the local air- 
field, Kaitak, has been studied by the 
company, together with U.S. Govt 
Gfficials, but the findings were un- 
Satisfactory from a Hongkong point 
of view. Only under favourable 
weather conditions can Kaitak be 
used for heavy modern passenger 
air liners. 


92 


The Pan American World Airways 
have decided to make use of the 
local airfield for their world-circling 
routes. Several inspections of local 
facilities were conducted by company 
officials. The local P.A.W.A. office 
is located at Gloucester Building, 
with Mr J. G. O’Donnell in charge of 
traffic management. 

It has been reported from Siam 
that P.A.W.A. have chosen Bangkok as 
their Far Eastern headquarters, cail- 
ing that city the “hub of Far Eastern 
air traffic.” Undoubtedly, Bangkok is 
most strategically situated as far as 
air transport in the Far East is con- 
cerned. 


Aviation Companies in Hongkong 


Air France (French Overseas Air-~ 
ways) operate at present a fort- 
nightly scheduled service from here 
via Saigon to Europe, Africa and 
North & South America, but it is ex- 
pected that a weekly service will be 
instituted before long. 

The Norwegian airline of Braa- 
thens South American & Far East 
Air Transport operates frequent un- 
scheduled flights via Bangkok and 
India to Europe; about 4-to 5 flights 
per month are made. C-54 Sky- 
masters are used. 

Unscheduled but frequent flights 
to Manila, Bangkok, Siam and Aus- 
tralia are made by Cathay Pacific 
Airways Ltd. The two Chinese air- 
lines, CNAC and CATC, are expand- 
ing their services in the Far East. 
The P.O.A.S. planes are connecting 
Siam with the U.S. via Hongkong. 

The Philippine airline FEATI (Far 
Eastern Air Transport Inc.) was sold 
last month to the financiers of PAL 
(Philippine Air Lines, Inc., Manila) - 
FEATI planes have ceased to operate 
and have been incorporated in the 
PAL fleet. PAL is flying between 
Hongkong, Manila, Shanghai, and the 


US. Another Philippine airline, 
CALI, connects Hongkong’ with 
Manila, Bangkok and _ Singapore, 


while the third Philippine aviation 
company active in Hongkong, Trans 
Asiatic Airlines Inc., connects the 
Colony with Bangkok and Manila. 


Aviation Agreement with China 


After unduly long negotiations an 
Air Transport Agreement between 
Britain and China was recently con- 
cluded but an official announcement 
has not yet been made. It will be 
interesting to compare later the text 
of the Anglo-Chinese agreement with 
the earlier agreement made between 
China and the U.S., of Dec. 20, 1946, 
and to learn where the differences 
are which seem to have accounted for 
the protracted conversations. 

To judge by reports coming from 
Nanking, a number of Empire air- 
fields will be opened to Chinese civil 
aircraft and British planes will also 
be allowed to use an equal number vf 
Chinese airfields. However, until 
now and since about the beginning 
of 1946, Chinese aircraft were per- 
mitted to use British airfields for 
commer¢ial and scheduled flights 
while British aircraft were’ denied 
similar privileges. 
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ECONOMIC REPORTS FROM SIAM 


After much delay the final figures for 
the 1946 trade for the port of Bangkok, 
which practically means the whole of 
Siam, have been released by the 
Siamese Customs. The delay may be 
explained by reasons of political ex- 
pedience: the public was always in- 
formed by ‘Govt spokesmen that Siam 
lacked sufficient foreign. exchange 
which was due to an adverse balance 
of:trade, and if exports would improve 
all economic ills of Siam would dis- 
appear. Everybody abroad and in 
Bangkok assumed that the 1946 trade 
deficit must have amounted to a con- 
siderable figure. However, the actual 
figures reveal that Siam in 1946 had a 
favourable balance of trade to the 
tune of 20,396,404 baht. 


Exports in 1946 aggregated 437,517,- 
716 baht, out of which rice accounted 
for 275,821,067 baht (over 63 percent) 
for a quantity of 7,859,833 piculs (the 
approximate price per picul of rice was 
34 baht). 


Other exports from Siam were: 
13,654,650 kilos of rubber valued 
45,124,137 baht; teak woods for 29,077,- 
014 baht‘ other woods for 2,462,100 
baht; re-exports of foreign goods 
amounted to 1,170,554 baht; only 31 
piculs of tin valued 4,100 baht; and@ 
miscellaneous goods valued 83,858,745 
baht. 


Total imports in 1946 amounted to a 
value of 417,121,312 baht. The largest 
import item was “general merchandise” 
valued 385,788,762 baht, followed by: 
beer and wine & spirits for 4,203,479 
baht; imports made by the government 
totalled 27,%29,071 baht. 


Hongkong Airfield 


The public is disappointed about 
the continued delay of an announce- 
ment regarding the commencement 
of construction of the new airfield. 
The urgency and importance of this 
matter cannot be overemphasised. 
The problem has been studied, by a 
variety of experts from London, and 
there should be no reason for further 
procrastination. Much local com- 
ment has been made which is all but 
flattering for the officials concerned 
with the construction of a future air- 
field. Business men here of all 
nationalities are considerably upset 
about the silence maintained in Lon- 
don. Executives of all commercial 
air lines operating in Hongkong are 
very anxious to learn of the decision 
made at home; that Hongkong Gov- 
ernment actively supports the early 
construction of a modern and exten- 
sive aerodrome has been made clear 
at many occasions, and particularly 
so by the former Governor, Sir Mark 
Young. An urgent inquiry to be 
made by the local Government in 
London may produce the desired re- 
sult. It will be soon two years after 
the surrender of Japan, and no good 
reason could be advanced for any 
further delay. 


The favourable trade balance result- 
ed mainly from December shipments 
when exports exceeded imports by 
19,267,473 baht. Exports in December 
totalled 62,714,192, and imports 43,446,- 
719 baht. 


Barter Trade between Siam and 


China 


The Chinese Govt, short of foreign 
exchange as it is, has suggested to the 
Siamese Govi that some barter trade 
he estabiished between the two coun- 
tiries. ‘The Siamese authorities have 
agreed under the condition that China 
can deliver certain goods. China 
negotiates through the Central Trust 
of China, and offers for export to Siam: 
American Army surplus materials like 
medical supplies, machinery’ and in 
particular 200 Dodge trucks. Thus U.S. 
surplus goods, more or less presented 
to the Chinese Govt by the U.S. Army, 
are now partially made use of to 
acquire for China goods from abroad. 


The Siamese Govt requires the fol- 
lowing in addition to the above: cotton 
yarn and thread, piece goods, certain 
chemical and pharmaceutical supplies. 
China requires first of all teak wood 
for railway sleepers and resin. 
The Siamese Ministry of Commerce is 
in charge of the barter trade negotia- 
tions with the Central Trust of China 
(an affiliate of the Central Bank of. 
China). 


Rubber 


The Siamese Govt is conscious of 
the very large smuggling of raw rubber 
out of the country. The southern pro- 
vinces of Siam, rich in rubber grow- 
ing, are now under supervision of a 
new Govt. agency, the Raw Rubber 
Purchase Division. This Division will 
try to collect rubber from the estates 
and is invested with the necessary 
powers to stop smugglers from tran- 
porting their cargo to British Malaya. 
However, in view of the différence be- 
tween the Govt and the open market 
price for rubber the success of the new 
Division is dubious. 


Cotton Weaving Mills 


Weaving and knitting in Siam is not 
yet developed but Govt plans provide 
for expansion of present weaving faci- 
lities. The present full capacity of all 
cotton weavers etc. cannot take up: 
more than 1,000 bales of yarn per 
month. Actual monthly consumption 
of cotton yarn, of all counts, is only 
around 500 bales. Yarn is being im- 
ported from Hongkong where, as is 
realised in Bangkok, an export pro- 
hibition exists so that all yarn has to 
be smuggled out of Hongkong. Chinese 
yarn, made in Shanghai, is usually 
smuggled out of China via Swatow 
from where many ships leave every 
week for Bangkok. : 
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Siam offers a promising market for 
cotton and mixed piece goods. Hong- 
koag exporters have been supplying 
Bangkok with large quantities during 
the past six months. This market 
shows every sign of further strong 
business, and Hongkong weaving and 
knitting manufacturers are assured of 
a steady business in Siam. 

Rice Exports 


In our previous issue the rice posi- 
tion in Siam is reviewed. The foreign 
exchange earnings of Siam from rice 
exports account for about 2/3 of the 
country’s total exchange earnings. In 
addition to £7 million obtained from 
U.K. for rice shipments made as from 
March 1946, a US$ credit of about 4.3 
million was expected in Bangkok to 
be derived from 62,586 tons of rice 
expected to Manila. All rice bought by 
the U.S. is transacted by the Comme 
dity Credit Corps., a subsidiary of the 
U.S. Dept of Agriculture. 

* Siamese rice deliveries are made un. 


der allocations of the International 
Emergency Food Council (IEFC), 
Washington. The “Combined Siam 


Rice Commission” is cooperating with 
Washington. 
Tin Exports 

Tin exporters receive 50 percent of 
the proceeds of their shipments abroad 
in foreign exchange while the’ other 
half will be paid out in baht at the 
open market rate, instead of the of- 
ficial rate as before. 

Under the present tin arrangement 
between U.K., U.S. and Siam all tin 
exported from Siam has to go to the 
United States. 

As soon as the Bank of Siam re- 
ceives payment for tin exports from 
the overseas buyer, it will pay one 
half of the amount to the local ex- 
porter in baht at the then prevailing 
open market exchange rate. 

The other half of the proceeds will 
be held in foreign exchange for ac- 
count of the exporter, who may use 
it himelf to finance imports or sell it 
to some other importer. It is, how- 
ever, provided that in the latter case 
the credit cannot be transferred again. 
Tin Smuggling and Prices 

Wide spread. corruption and smug- 
gling in the south are the main fac- 
tors for the present shortage of tin 
ore in the Bangkok market. 

Most of the tin ore comes from the 
mining districts in the south but at 
present most of the output is smuggled 
to Malaya or Burma in view of the 
better prices paid there and the trans- 
port difficulties encountered when send- 
ing supplies to Bangkok. 

Victoria Point, the most southern 
point of Burma, is an active buying 
center for smuggled tin ore from 
Ranong, from which it is separated 
only by a two-mile strait. 

It costs 100 baht to have one picul 
of ore smuggled out of Ranong to Vic- 
foria Point and many hundreds of 
piculs are shipped at a time. 

The price for tin ore in Ranong is 
900 baht per picul to which 100 baht 
have to be added for the smuggler and 
it can be sold in Victoria Point for 
about 1,500 baht. 
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INDONESIA POLITICAL & ECONOMIC 
: REPORT 


The one and one-half year old 
Republic of Indonesia is embarking 
on an cxperiment in Asiatic  self- 
government with assets which seen 
to outweigh its liabilities. 

Among the Republic's major assets 
are a remarkable degree of internal 
unity, large reserves of matpower, 
and able as well as vigorous leacer- 
ship. The Java soil is exceptionally 
tertile; and there are great tracts of 
underpopulated land and important 
raw material resources on Sumatra. 
The fRepublic’s liabilities consist 
chiefly of an economy depleted by 
the Japanese occupation, of military 
activities simultaneous with efforts 
to stabilize its government, and of 
cperating ir economic and cultural 
isolation. 

Minorities 

No minority or cultural problems 
eomparable to those of India divide 
che Repuvtie’s population. The Eu- 
rasians and Chinese, the most im- 
portant and unassimilable of the 
minorities, must ultimately accept 
Inodnesian citizenship and ali that 
it implies; otherwise they will have 
only the limited rights of other for- 


eigners. In the case of the Eura- 
Sians, Indonesian citizenship means 
lnsing th2 legal status of “Euro- 


peans,’ .which would injure their 
racial pride. There is nowhere else 
for them to go, however, unless their 
proposed colonization of New Guinea 
be put on amore practical basis 
than present plans suggest. Tie 
Chinese. for their part, will probably 
have to renounce their traditional 
ies with China, accept more official 
controls cver their economic activi- 
ties than in the past, and give up 
their present political aloofness in 
the Dutch - Republican struggle. 
Neither group, in any case, is militant 
or numerically important in coni- 
parison with the MRepublic’s firty 
million Indonesians. As to the dis- 
sidents within the Indonesian ranks, 
their differences of opinion lie most- 
ly in the field of foreign relations— 
in the manner of achieving indepen- 
dence from the Dutch—rather than 
in hew independence will be inter- 
nally applied. The leaders of the 
People’s Front, the only genuine 
opposition group that has developed 
as yet within the Republic, have been 
in prison awaiting trial since the 
abduction of Sjahrir last June. 


The isolation in whch the Republic 
has been and is still operating is the 
more serious as it follows three and 
one-half years of Japanese occupa- 
tion, and its effects are psychological 
as well as economic. The ‘“self- 
sufficiency” which the Japanese 
forced upon Lndonesia spelled spolia- 
ticn and death for millions of Java- 


The price in Bangkok at present is 
from 875 to 900 baht. But dealers send- 
ing ore to Bangkok have to reckon 
with the possibility of paying from 
1,500 to 2,000 baht in bribes to get a 
railway wagon. : 


nese. At the same time the Japanese 
preoccupation with their war was so 
complete that the Indonesians ac- 
quired, as an inadvertent by-product, 
experience in administring their own 
country and, above all, self-confid- 
ence and an intensified nationalisni. 
Nationalism 

The spirit of nationalism 
measurable among Java’s 
leaders—-and it is the very young 
who are running the Republic. 
Their newly acquired self-confidence 
and exverience, however, are admit- 
tedly limited. Far from being anti- 
foreign in general, or anti-white in 
particular, the eyes of Javanese 
vouth are turned to the West for an 
ideology and for technical aid in de- 
veloping their country. This at- 
titude is partly an unfortunate men- 
tal habit of dependency which is 
rooted in their colonial past, and it 
has certainly been intensified by tne 
economic blockade which the Dutch 
have thrown around Republican 
territory. But at the same time 
Java’s youth shows an eagerness to 
learn and an idealistic if naive 
groping for spiritual as weil as 
material leadership from the West- 
ern democracies, especially the Unit- 
ed States. If unsatisfied, these fecl- 
ings might produce in time results 
inimical to the peace of the Pacific. 
Slow Economic Progress 

Failure of full cooperation between 
the Dutch and Indonesians impedes 
recovery in the Netherlands Indies. 
and there is only little change in the 
over-all economic picture. Recently 
there was evidence, however, of a 
growing pressure of pentup economic 
forces. High prices, refiecting the 
unsatisfied demand in world inarkets 
for tropical products. as well as the 
great need for consumers gvods in 
Indonesia, stimulated smuggling. As 
& result, the economy of the Nether- 
lands Indies is deprived of substan- 
tial amounts of much-needed foreign 
exchange. Alleging that the 
“sethods adopted to combat illegal 
trading with foreign countries work- 
ed undue hardship, Chinese mer- 
chants in Singapore threatened a few 
months ago to boycott Dutch busi- 
ness in that port, a measure which, 
if adopted, might have occasioned 
considerable embarrassment. 

All figures indicate that the 
volume of legitimate exports—par- 
ticularly of rubber, copra, and tin, 
the three products mainly relied 
upon to provide sorely needed for- 
eign exchange—from reoccupied ter- 
ritory are on the increase. 


is im- 
youthful 


Exports Up 
Deliveries at the official rubber 
purchasing centers in Borneo are 


getting large, but they remain un- 
Satisfactory, a situation ascribed 
principally to smuggling. In some 
areas, moreover, native tappers are 
said to be finding it more profitable 
to devote their time to cultivation of 
rice, which sells at a premium be- 
cause of an acute shortage. 
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Improved shipping facilities made 
it possible to export 9,863 tons of 
copra last February, compared with 
3,403 tons in January. In order to 
meet IEFC allocations, however 
monthly shipments should have_been 
double the February rate. Dutch 
shipping companies expected to be 
able to load 24,000 tons of copra in 
March, and similar_ quantities in 
subsequent months. Early in rebru- 


ary, the official copra purchasing 
agency raised prices paid to pro- 
ducers from 21.50 guilders to 26.50 


guilders but output has not been in- 
creased much above the rate oi 
about 15,000 tons a month. 


Exports of tin and tin ore amount- 
ed to 2.192 metric tons last February, 
constituting the largest shipmenis 
made in any month since reoccupa- 
tion of the islands. Four new dred- 
ges were reported under way tron 
the United States and the Nether- 
lands, and expectations were that 
they would be in operation before the 
end of the year. 


Crude-oil production in the re- 
occupied areas during February 
amounted to 26,533 metric tons, com- 
pared with 27.599 tons in the preced- 
ing month. The quantity exported 
is not known. 


Information regarding details of 
imports intc the Netherlands Indies 
is not available. Although there has 
been some improvement in recent 
months, shortages of many types of 
imported merchandise continue. 
owing to shipping, exchange, and 
various cther difficulties. The rice 
shortage in reoccupied areas became 
acute in the latter part of January 
and eariy February, following the 
failure cf imports authorized by the 
IEFC to arrive as scheduled. A good 
maize crop in southern Celebes made 
it possible to relieve to some extent 
the food shortage in certain areas of 
that island, as well as in Borneo and 
the Surabaya bridgehead. 


The most recent complete figures 
of foreign trade of reoccupied areas 
published to date are those for Octo- 
ber 1946. Commercial (as distinct 
from military) imports during that 
month were valued at 27,448,000 
guilders, and exports totaled 17,554,- 
000 guilders. Of the imports, 41 per- 
cent, by value, came from the United 
States, 22 percent from the Nether- 
lands, 10 percent from Singapore, 
and 9 percent from Italy; of the ex- 
ports, 42 percent, by value, were ship- 
ped to the Netherlands and 40 per- 
cent to the United States. 


Estimates for 1947 crops. 


Prospective Prewar 

Crop 1947 yield average 
Tons Tons 

RICO ae. crue 6,000,000 8,500,000 
Maize rise mes 1,300,000 —. 

Groundnuts ....... 130,000 195,000 

Soyabeans ......... 182,000 300,000 

Tapioca (plant) 5,600,000 8,250,000 

Tapioca (flour) 1,250,000 1,300,000 


% 
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EXCHANGE & FINANCIAL MARKETS 


Transactions in USS 


The deadline for uncontrolled ex- 
ports of tung oi] and tin, set for June 
9, stimulated shipments to U.S. of 
larger than usual quantities of tung 
oil which resulted in considerable sell- 
ing of T.T. at lower rates. The last rush 
to export tung oil to America before 
the enforcement of the Export Control 
Order of 1947 (cf. our issue May 28, 
p. 35) depleted local tung oi] stocks; 
however, regular arrivals aggregate at 
least 200 drums (of 3 piculs each) per 
day. The total quantity of tung oil 
shipped to the U.S. during about 10 
days prior to the deadline of June 9 
was estimated from 1,700. to 1,900 
metric tons the value of which should 
have been around US$800,000 to 
900,000. 


Sales of T.T. New York during last 
week were in excess of recent weeks’ 
averages. At least US$2 million were 
sold, mostly by tung oil exporters. 
Among the _ sellers a Chinese semi- 
governmental corporation’ figured, as 
also in previous trading periods, very 
prominently. Rates, were depressed for 
a few days of last week when demand 
did not keep up with the ample T.T. 
supply. Most sales were put through 
between HK$485 to 488 (for US$100). 


Towards the end of the week the 
tung oil exporters had sold _ their 
balances in New York and fresh de- 
mand, coming from Shanghai and In- 
dian sources, brought about an in- 
crease in the rate which closed at 493. 
The considerable amounts required by 
buyers from abroad will further 
strengthen the rate and HK$500 is 
within reach once again. Merchant de- 
mand is not at all responsible for the 
strong rate which followed so quickly 
after the weakness displayed during 
the middle of last week. There were 
several important buyers of T.T. New 
York who are acting on behalf of 
Chinese from the North and purchase 
orders also came from some residents 
in sterling area countries (not neces- 
sarily British subjects) who prefer to 
keep their balances in the U.S. Some 
incentive for this accentuated shifting 
of capital from § to US$ areas may be 
connected with apprehensions as to 
the future of the unofficial London- 
New York cross rate. 


The local cross rate for £ reached 
last week almost US$3.30 but towards 
the close of the market again dropped 
to slightly over US$3.20. Since the 
cross rate in New York—the inter- 
national ' standard for dollar/pound 


’ transactions—is lower than the local 


dollar/pound cross rate some profitable 
arbitrage business can, and has been, 
made. The speculation in the genuine 
and manipulated fluctuations of cross 
rates in free and black financial mar- 
kets in the Near, Middle and Far East 
has, many montHs ago,! included 
Hongkong into its realm. 


Some Chinese merchants from 
Shanghai have come to use local T.T. 
facilities for covering their U.S. im- 


port requirements; the Shanghai mar- . 
ket is narrow and somewhat danger- 
ous, if only on account of the inordin- 
ate numberof blackmailers and police 
informers, and rates there are higher 
than quoted in the local matket. 
Furthermore, a good deal of unessen- 
tial American imports into China are 
directed via Hongkong so that, apart 
from the easier US$ market in Hong. 
kong, it is found convenient to settle 
the financial part of the import busi- 
ness here as well 

US$ notes and drafts found buyers 
at around HK$461-464. Drafts arrived 
here in fair amounts and the quota- 
tion came down to the bank note level, 
an occurrence which was not observed 
here for many months. It is rather 
cumbersome to buy up drafts in the 
local market for the purpose of mail- 
ing them to New York and thus to 
convert them into T.T. Many Ameri- 
can banks prefer not to be bothered 
with the collection of miscellaneous 
drafts, originating from Chinese in the 
U.S. who initially mailed the drafts to 
China for the support of their relatives. 
Only large bank drafts are still ac- 
quired here for eventual mailing to 
New York, and such draft command a 
higher price than is currently quoted 
for the typical Chinese family remit- 
tance to Hongkong, Toishan, Chung- 
shan ete. 


The support for the US$ note and 
draft rate comes almost entirely from 
local importers of American goods 
destined for re-export to Far Eastern 
markets. US$ notes are plentiful in 
the market; they are steadily imported 
by oversea Chinese who carry them 
from the U.S. to Hongkong where they 
disembark for eventual visits of their 
ancestral homes. Shanghai immigrants 
have also imported large amounts of 
US$ notes. 


Local importers buy in the  unof- 
ficial market notes and drafts at the 
rate of the day, deposit with a local 
commercial bank the required amount 
covering the American exporter’s in- 
voice, and additionally make payment 
of a sum, in US$ notes or drafts, 
equalling 10 per cent of the invoice 
amount. Thus a local importer of 
goods destined for re-export (entrepot 
business) who has to cover a bill of, 
say, US$10,000, purchases in the un- 
official market here US$11,000 which 
would have cost him last week about 
HK$50,820. 


In our issue of April 23 (“Foreign 
Exchange & Trade Control in Hong- 
kong”) the position was reviewed as 
created after the circular letter of the 
Financial Secretary (No. 21, dated 
April 12) when local exchange asso- 
ciation banks were advised. to refuse 
the acceptance of US$ notes and: drafts 
in payment for imports from the U.S. 
However, the circular expressly 
stated that “Special arrangements may 
be made for the finance of genuine 
transit trade to non-sterling area coun- 
tries where exchange is provided by 
the importers in the country of dest 
tination.” 


1947 


The circular No. 21 was followed, 
on May 5, by circular No. 24 which 
emphasised that “In future-credits to 
US$ accounts against purchase of an 
equivalent amount of US$ notes or 
drafts may only be made after obtain- 
ie approval of the Financial Secre- 
ary.” 4 


In another circular of the Financial 
Secretary (No. 25), of May 15, the 
association banks were advised as to the 
procedure with regard to hard cur- 
Tency drafts. The circular read as 
follows: “Drafts drawn on local banks 
by their branches’ or correspondents 
abroad in Pesos, US$ and Canadian $ 
may only be paid in local currency at 
the banks buying rate laid down by 
the Exchange Banks Association, Drafts 
should not be issued in the same cur- 
rency in exchange nor should certi- 
ficates be given to the holder to the 
effect that a purchase of currency has 
been made unless it is clearly shown 
that the draft is drawn on Hongkong.” 


As long as merchant demand con- 
tinues, that is to say as long as a suf- 
ficient quantity of imports from 
America is ordered here for re-export 
to Far Eastern’ markets, the unofficial 
price of US$ notes and drafts (Chinese 
family. remittance) should be main- 
tained between 10 to 15% above the 
official exchange rate. The future of 
the note and draft rate is therefore 
dependent on the development of 
American-Far Eastern trade as handled 
by the entrepot merchants of Hong- 
kong. 


The Gold Market 


Last week witnessed a veritable 
gold. boom with a maximum price of 
$2934 for one tael recorded on June 
13. On that day the local gold ex- 
change transacted 2,500 taels, at 
prices ranging from $274 to 2933. 
The strong local demand was largely 
artificial. Canton gold dealers were 
usually quoting less than Hongkong 
and there was consequently little 
“export” of gold to China. 


The local rumour factory was res- 
ponsible for the buoyancy in the 
market but the bears were not idle 
either; violent fluctuations during 
most sessions featured last week’s 
gold trading. The high prices in- 
duced several gold importers to re- 
trieve their, gold hoards from the 
vaults of several local banks; after 
payment of interest these importers 
finally were able to clear a small 
profit. 


For the last 34 months the gold 
market here was depressed and 
many gold importers could only sell 
at cost prices or even by taking a 
small loss. The current upswing 
was the opportunity for which they 
waited so long; some banks here 
also liquidated their gold position 
which had tied them up somewhat 
in the past. 


The cross rate for gold rose last 
week to over US$48 per troy oz., while 
‘on the average the cross rate, taking 
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into consideration the current T.T. 
New York pricé, moved between US$ 
46/47 per oz. The gold cross rate in 
Shanghai was about the same or 
slightly higher. Gold prices, in 
terms of US$ (T.T. New York), have 
improved since about 3 weeks; they 
jen from about US$43 to the present 
evel. 


The better tone of the market and 
the expected strength of the rate has 
already induced the more imagina- 


tive brokers and their backing 
bankers to explore new sources of 
imports. However, Government here 


has made it clear to the public that 
import licences for gold will not be 
considered. 
Therefore the frustrated bullion 
importers consider other ways and 
means of expanding their trade. 
There is very much gold offering 
from abroad at prices now acceptable 
since the market here changed for 
the better. Mexican gold coins are 
offered at about US$48 per coin 
(tael) or approx. US$40 per oz. To 
this price must be added transporta- 
tion and insurance charges. Ameri- 
can bullion brokers have gold on 
hand, for export, which they wouid 
give away for only US$39 per oz. 
Finally, the Philippine Govt, in their 
understandable desire to promote 
the country’s foreign exchange posi- 
tion, encourages gold mining com- 
panies to sell their metal abroad. 


The traditional smuggling centre 
for Sino-Filipino trade is Amoy, and 
it is reported that Philippine gold is 
arriving at that Chinese port; in re- 
turn Amoy sends another illicit cargo, 
in the form of Chinese who are bar- 
red from immigration into the 
Philippines. Gold from Manila is 
offered at about US$41/42 per oz. 


Silver Transactions 


Buying interests from India were 
taking again substantial quantities of 
mostly silver $ off the market with 
resultant price increases here which 
have now reached a level which is 
about 40 percent higher than the 
world market price. The insistent 
buyers brought the rate up to $4.10 
per ounce; the current and unchang- 
ed New York and London spot prices 
are respectively US$0.7075 and 44 d. 


which would correspond to about 
HK$2.90 per ounce. 

Regular business here in silver 
could only be effected at around 


$2.70/2.80 but the Indian black 
market can apparently absorb silver 
at 90 d. and over. Brokers in the 
Bombay black market have contrived 
to get silver into India and, while it 
is their business to make the neces- 
sary arrangements with Indian 
Princes’ ministers, it has proved a 
welcome incentive to local treasure 
business stimulating as it did the 
gold market to a certain degree. 


The outlook is still bright although 
last week’s prices of around $4 may 
no longer attract Indian bullion 
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circles; there is a lot of international 
competition in this market which 
should considerably depress the local. 
price. If the Indians are so allured 
by silver, they can get it at cheaper 
than the local inflated price. How- 
ever, silver brokers here are quite 
reasonable and do not insist on 
prices as exaggerated as last week’s, 
after all the silver “importers” do not 
obtain here much more than during the 
first part of May. The profit is made 
almost exclusively by the large silver 
dealers and those native banks 
specialising in this line. 


The Chinese Dollar and the Shanghai 
Speculators 


During the five day trading week 
ended June 14, the CN$ found strong 
buyers on the spot market due to a 
variety of reasons but largely on 
account of Chinese buying of notes 


for taking them to the interior 
in preparation for the mid- 
year settlement day at the ap- 


proach of the Dragon Boat Festival. 
Other reasons were speculative only; 
the continued shortage of bank notes. 
in Canton, as elsewhere in China, 
influenced some traders in CN$ to 
export it by the piculs back to China. 


The “tight money position” of 
China is periodically engineered for 
the benefit of the powerful and in- 
fluential circles in the country; an 
“easy money position” follows the 
“tight crisis,” and those who are “in 
the know” always find themselves 
richer by a number of gold bars and 
some good amounts in foreign ex- 
change. 


Not satisfied with the rigging -f 
the domestic scene and the dispens- 
ing of the most ludicruous rumours 
about events in their country, these 
financial racketeers expand the fieid 
of victimising the public at large by 
including London and New York into 
their “inside information” webs of 
lies. These speculators are usually 
uneducated, ignorant of anything 
but wise to the technique of exploit- 
ing the outrageous conditions created 
by the inflation in China and the 
breakdown of the last vestiges of 
civic spirit among the Chinese. Such 
racketeers are unable to follow 
economic developments in the world 
and they have actually no under- 
standing of the policies which deter— 
mine international finance. 


Instead of hiding their’ ignorance 
they “enlighten” a still more ignor- 
ant and crude audience with peculiar: 
inventions about the position of 
world currencies and they feel an 
irresistible urge to predict the course 
ot events. The gaping and gullible 
crowd of speculators, usually from 
the shores of the Whangpoo, hears 
one day that the pound sterling is 
destined to go by the board and 
with it the Hongkong dollar, and 
then again the rumour factory 
churns out precious yarns about all 
the secrets of all the chancelleries in 
the world, with special emphasis on 
pag future position of gold, US$ and 
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The theories and interpretations 
girculated in the native financial 
market are usually -so naive and 
illogical that any merchant with only 
elementary knowledge ’cf current 
affairs ought to turn away from 
these bellowing adventurers with the 
contempt they deserve. It is unfor- 
tunate that the Colony has to give 
shelter to a crowd of irresponsible 
end utterly unproductive “refugees” 
who, in order to increase the pile of 
their ill-gotten gains, have to go on 
manipulating markets wherever they 
descend. Much resentment is accu- 
mulating against the flight capital- 
ists from China whose only aim 
seems to be to upset the local econo- 
mic situation for fishing in troubled 
waters is their real business. 


The highest spot price for CN$ 
during the week was HK$180 (for one 
million CN$), the lowest spot price 
$163; the highest and lowest forward 
prices were $130 and 117 respectively. 
The usual difference between spot 
and forward rates amounts td about 
30 percent. Shanghai T.T. reached 
a lowest price of $145, the Canton 
7T.T, at one time dropped to $156 (per 
one million CN$), and the domestic 
remittance rate for CN$ from Canton 
to Shanghai discounted the Shang- 
hai dollar from 5 to 11 percent. 


The Black Market in Shanghai 


Several searches and detentions 
carried out last week in Shanghai 
have made the black market go still 
deeper underground. The notorious 
exchange shops in Szechuen and 
Kiangse Roads are all closed and 
boarded up. Business .is conducted 
with more secrecy than in the good 
old days of the Kempeitai when alk 
what could happen was the confisca- 
tion of US$ notes carried in the 
pockets, and no further botheration. 


Current transactions are “strictly 
private,” tea rooms and restaurants 
being used for exchange purposes, 
and. quotations are being enquired 
by using all sorts of fanciful code 
words. The exchange specialists in 
Hongkew are, after so many practical 
lessons learned under so many police 
regimes, not unequal to the present 
task. The most reliable rates of the 
day emanate from Hongkew; of 
course, the rate is made by the people 
with the big pull in the backrooms 
of the big banks where traditionally 
tea is sipped and quotations whis- 
pered. 


The average price last week in 
Shanghai was CN$31 to 32,000 for 
US$1. This rate is for notes only. 
Drafts are selling much higher, and 
AUG te is almost in the clouds. The 
premium for drafts incl. traveller 
cheques came up to 20 and then 25 
percent against only 15. to 18 percent 
during the preceding week. The 
price for US$ drafts, drawn on banks 
in the U.S., was about CN$39 to 40.000 
for US$1. At that quotation much 
business was done. 


The market in Shanghai has be- 
come so tight that most prospective 
buyers have tc turn elsewhere for 
cover, e.g. Hongkeng. HK$ notes are 
rather scarce in Shanghai, buyers 
offering about 4.80 to 5 for US$1. 
Gold was in very strong demand, in 
sympathy with active free gold 
markets elsewhere in the Far and 
Middle East. 


Bank Note ‘Markets 


Pound sterling notes here dropped 
every day until they reached $13.40, 
a loss of about $1 against the pre- 
vious week. The rate for £5 and 
higher denomination notes remained 
at around $4 per £&, i.e. about $20 
for £5 bank note. Local banks .do 
mot purchase £ notes except in rare 
cases of bona fide travellers wh) 
happen, upon disembarkation, to 
possess a few pound notes. 


No British or foreign naticial en- 
tering or leaving U.K. is allowed to 
carry more than £20, irrespective of 
the denecmination of bank nvctes car- 
ried. However, since pound notes in 
excess of £1 have been withdrawn 
from circulation, travellers entering 
the United Kingdom may carry £20 
in e.g. 4 notes of £5 each which they 


will have to turn in to the Bank of 
England where, after some investiga- 
tion, these notes will be exchanged 
for notes which are at present legal 
tender (ie. £1 and 10/- notes). 


The millions of pound notes 
marooned in the Far East are not 
repatriable; at least not for the time 
being. A recent local enquiry made 
with the Bank of England elicited the 
answer that there was no change as 
regards the position of pound notes 
abroad. Holders of £ notes will 
have to be patient again hoping that 
individual cases may be considered 
in due course. 


The attitude of the Bank of Eng- 
land in regard to the repatriation of 
£ notes abroad is understandable: 
most pound notes in the Far Hast 
were misappropriated by the Ger- 
mans when they invaded European 
countries. The large amounts for- 
cibly taken from the vaults of Euro- 
pean state and private banks were 
then utilised by the Germans ta 
make purchases in neutral countries. 
and thus sizeable parcels of £ notes 
arrived, via the then neutral USSR, 
in Shanghai and other Far Eastern 
markets. 


HONG KONG OFFICIAL EXCHANGE RATES 


Hongkong & Shanghai Bank’s 


Exchange Banks Association 
“agreed merchant rates” 


* Selling rates Selling Buying 
London’ 5 .cisitieessss 1/2:27/32 1/2.15/16 1/3.1/32 TT 
delivery within two 1/3.1/16 O/D & 30 d/s 
months with a cut 1/3.3/32 60-90 d/s 
of 1/32 for every 3 1/33 120 d/s 
months forward 
Australia, F.ccese 1/63 1/63 1/6§ TT 
1/6.15/16 O/D 
Singapore «2.02.0... 523 523 53.7/16 TT & O/D 
53.9/16 30-60 d/s 
TNG1a ei cdavesseos 823 823 833 TT 
833 O/D 
84 30 dis 
844 60-90 d/s 
U.S. and Canada 243 24.15/16 254 TT 
delivery within 2 25.5/16 D/D & 30 d/s 
months with a cut 253 60-90 d/s 


of 1/16 for every 3 
months forward 


Manila. sccthiticcs 50.1/16 
Pavis Panes Sg5.caee 2970 
ZAuNerichy ...c.ccatderve 167 
Bangkok. «...ccccsa0< 243 
Shangnal | «...1..-2-02 Nominal 


US$ cross rate in London 4023 b., 4034 s. 


HONG KONG UNOFFICIAL EXCHANGE RATES (IN HKS) 


Chinese Dollar (per one Million) 


Gold per Tael_ Spot Forward S’hai Canton US$ (per 100) 
June High Low High Low High Lowe T.T.a.T) Notes Draitent.i 
9 275 274 168 163 127% 117% 148 158 461 466 488 
10 277% 274% 170 166% 130 122% 152 162 458 465 486 
11 284 273% 175% 16734 126% 118% 150 157 | 462° 462 485 
13 293% 273 % 180 172% 127% 122% 148 159 462 460 486 
14 293 286% 174% 173 122% 121% 146 158 463 461 492 
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The current very low price of £1 
notes was influenced, however, by 
speculative motives, and the absence 
of buying interest except by some 
occasional U.K. travellers. 
money speculators, finding 
selves. overbought, lose their usual 
Buddha-like composure, liquidate 
and thus bring the rate down. If 
travelling to U.K. will increase, the 
local £ price is bound to improve; 
a discount of about 10 percent for 
notes may be regarded as normal, i.e 
a £ note should sell here around 
HK$14.40. 

The Siamese baht continued weak, 
the rate dropping further during the 
week, closing around $17 (for 100 
baht). The Nica guilder found only 
few buyers at rates frum $22) to 22 
(per 100 guilder). 

The Indochinese Piastre, in spite of 
large sales, hovered between $11.30 to 
11.80. In view of the large amounts 
of piastres held here the movement 
of the rate is watched not only by 
financial circles but by a large sector 
of the traders with interests in the 
South East Asia markets. Peace re- 
ports from Saigon, Paris and the 
Viet-minh radio are anxiously fol- 
lowed; but there is no factual provf 
for the hoped for termination of 
that 8 month old war and guerilla 
fighting. 


- HONG KONG STOCK & SHARE MARKET 


Last week’s (June 9-14) trading 
was rather listless, only in few 
favourites were larger turnovers re- 
corded. Quotations on the whole re- 
mained steady, enquiry was regular 
but no real incentive for buyers was 
forthcoming. 


Utility share registered, of all the 
sectors, by far the largest turnover 
with Electrics firm at $61.75, Trams 
between 25 and 253, China Lights 
as high as $16.75 to 17. The interim 
dividend announcement of China 
Lights was a welcome stimulus to an 
otherwise sleepy market. There was 
active trading in Telephones which 
a taken off the market at 50 to 

2. 


Several hundred Bank shares were 
changing hands but business in In- 
surance shares was almost nil. Also 
in the shipping sector little if any 
interest was shown. 

Wharves were sold at $260, 265- the 
news of the issue of new shares affected 
the market only to a small degree 


many shareholders contend that the 
price of the new issue is too high. 


Hotels had a fairly large turnover 
and the report that the Company 
will announce a dividend of $2 
brought the price up to 244. In the 
absence of any information from the 
Directors regarding the annual 
meeting, the market is left to guess 
about the forthcoming Report and, 
seeing that there is little to rumour 
about other favourites, the Hotel Co. 
always finds itself “in the news.” 
The progress of the Hotel Company’s 
transactions, particularly with regard 
to the Palace Hotel sale, is being 
commented upon ad nauseam. Cur- 
rent business of the local 3 hotels 
and the Lido is record breaking; as 
a matter of fact, Repulse Bay has 
become so overcrowded especially on 
holidays that enlargement of the 
facilities there not only would mean 
more and better profits but also a 
very valuable addition to the great 
natural attractions of the Island. 
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Dairy Farms sold at the beginning 
of the trading week at $70 cum a $4 
dividend, and closed at 75, ex divi- 
dend; a net increase of $9 or about 
13 percent. Lane Crawford had 
buyers at 444, cum div. The new 
issue of Lands was finding little at- 
tention, some sales of rights having 
been effected at 23; Land shares were 
traded between 74 and 75. Realties 
eased off from 164 to 15-153 buyers. 


Rubber Plantation Shareg 


There is enough genuine interest 
in the market to transact business in 
the 20 odd rubber companies shares 
but balance sheets have, in most 
cases, not yet been prepared and, 
although a number of companies will 
declare dividends for 1946, no an- 
nouncement can be expected for 
some time to come. 


Shanghai capitalists have recently 
come down here with sizeable parcels 
of all kind of shares which they 
usually sold in the local market in 
order to realise either HK$ or US$ for 
investment in merchant business. 
Rubber shares were also dumped here 
by these flight capitalists; since it is 
difficult today to transfer money 
from China to Hongkong or any- 
where else, many wealthy Chinese 
prefer to carry with them British 
shares such as Shanghai Lands, 
Dockyards, Ewos etc. which are pur- 
chased at the rate of the day in 
Shanghai and then, irrespective of 
the current quotation prevailing 
here, dumped on the market. These 
capital flight practices have natural- 
ly tended to bring down the prices 


of British and rubber shares in 
Hongkong. Once this*® anomalous 
procedure, caused by the _ stringent 


exchange regulations of China, has 
abated, there should be no longer 
any deterrent for the establishment 
of a daily rubber shares market 


Sharebrokers 


The expected boom in the local 
share market has attracted previous- 
ly many brokers from abroad who 
have acquired seats at the local Ex- 
change. Although all seats have 
been sold—there are altogether only 
60—a number of prospective brokers 
are still filing their applications with 
the Exchange, hoping to obtain one 
‘of those seats which have become 
vacant due to the death or departure 
of one or two brokers. The official 
cost of a seat is $30,000, plus $3,000 
entrance fee. The “outside” value 
ot a seat was recently estimated at 
between $50/60,000. 


China Light & Power Co. Ltd. 


An interim dividend for 1947 has 
been declared by the Directors of the 
Company. It will amount to 35 cents 
per share on the fully paid amount, 
and a proportionate amount on the 
1941 (new) issue. Payment will be 
made as from July 3. 


HONG KONG STOCK EXCHANGE 


QUOTATIONS 
June 
10 
H.K. GOVT LOANS ; 
406 Tooani(. . ates Sebeeene eiscleie > otiainia r Es 
Sigogniuoan, sete. «ease ee res aera ly 
BANKS 
HE @& SS) Bank secs se se. ee gers 1930 | 
HK. & S. Bank (Lon. Reg.) .......-++---- ros 
Chartered Bank ...ccsseccecsssssese* seane 4 pee 
Mercantile Bk. A, & By ek ates o> alatenetaee = 
Bank of East ASia ..2.. 1.5 20.2000+ erernes 
INSURANCES 450 
Gantoni GINS! isis. Heelede orate etatarodniokerae © Syebek* oe 
Union eitis: Aab cae Steen tein 6 © eliars: 
China Underwriters .......:.ssseeee ceeeee 1.80 
FACS iret TSH eeee aie hore ee elena he ues = Los suaiiaye 320 
SHIPPING 
Douslasesia meri salto sitet splot) sausiene > mena 260 
H.K. & M. Steamboats ........-.+-+++-205- eT 
Indo Chinas (Pref) .........+s+-++e-+-s- 106 
Indo. '\China, (Det) > caras San Giew + + aera 395 
Shells (Bearer) ...0.:-.-ceesseee eee cece 105/7 
Union Waterboats ........-... sees eset eee 27 
DOCKS, WHARVES, GODOWNS, 
H.K. & K., Wharves’ . . 2662 ce cs ees sien res 250 
RRS DOCKS wiainits © ctercheke oitteielete safe erwir. «eat cnees 32 
China “‘Providents” <a cic velseoie ofeeee- = serine 22 
S’hai Dockyards ...... PR SeTe Cs: och elets ie enter aate 17% 
MINING 
Rab: NEINCS eerie sieretete eto ere tetova ere haratees Ste 7 
PRK A AMIneS © win aicareiele ois cae sleno gees eerare cir Te. 
LANDS, HOTELS & BLDGS. 
Be '& Ss HOUCIS. bor cies caters: « Runa /int aielateteters es 23% 
BG Bands: Oretis acs oras Senders eeageiele wierare eiemetene 75 
Sohal. “Wandsuncc.t os osc ci -vaerceae ome ene 5 
Humphreys Estates ..... 2.2 .ccccec seme sen 25 
SKS Realties: iron -terchans:oiave's ele’ s/atntelin whe lelereteraind= 16% 
Chinese Bstates® cin. ws css <0 «1ernyn atormieceustomisntnenane 190 
PUBLIC UTILITIES 
13 Gea Me booh Chl) Ge eID OREO OOO can Comer. 25% 
Peak Trams: (COI) 5 o..2:ia0.0: deren Seen 10% 
Peakeetrame) (NEW) iks.s so «sexs ceeraoeteieineyels 41% 
Star-sherpies i ccccm ces se.6 5 alle nietre seen tere 122 
Yaumiatix Werries, Siac ies eves aeerecnes cae 34 
GES Teighits: OMG) es citecs a ootsie ate ci borcexene eam 16 
Ci Bights (ING W ie Gterereiers Sol. craters see's ui. ate pee rayevalte 11 
PAIS Wlectrics esim.color toms ciara wre’ steusveueltie © earn 61% 
WMaCaOn MIC CES tierce are ielatsincoinieislevarvatiorsusueies cate 244% 
Sandakan sights s trccs oswcoue stele ayersionciers| sry Sears 13 
Telephones (( Old), Va..< sa. .stes spspeerm umeeusl Care eh s 52 
Telephones: (New) ss.cassesccanmesee ne eee 30% 
INDUSTRIALS 
Canton: ‘Tees: (22 jared srs cisleiemavsie sy atelereinaeneua” eearetae 71% 
Gementss ” Wisiecae stchacusrancis sistas biare no erermaeerere 23 
HICSS RODES) (Ne dt oe Meee Aer Olea ener anes 13% 
STORES &c. 
Dainy Saris 32))s sapec st ceen revoir nerenee 73 
Wiatsonis: WSS Serexcpwaiclniet cach ren tee estar ene tee 421% 
Lane, (Crawiords i uscvcasrorcntrettin cin cioamiors ce. 44 
SINCERERY’” ice gecae ec ates + Gat cen enn cle iene : 91% 
China: Emipotivim: ovens... cue teens beeen 7.35 
bo Son Clo ee co EEN Merit NG Otic re eon Gok ace 6.75 
Kwong Sang Hong: (22.20.0520 eee 225 
Wing! On (GAIKA)9 7 viicciescear: 0) Goran mene 135 
Wm, Powebe:Lidases: .. cea es eee 6 
MISCELLANEOUS 
China. Entertainments. sarees sate eee 30 
H.K.<Gonsteuctions: (Old) sc. «<i cee cee 7.80 
HK. Constructions! (New) . ccc. neon: 6% 
Mibrow Piling: A aek-ancusmino kena eicinie one 6% 
Miarsman WUnvestments: 2s. ate comahe canon 13/3 
Marsman, 7 (HAK. Mes ont eee ca cer cee 1/6 
COTTONS 
ISWOSSY siimie an o's oft aeoajerele etna Coie ane 10 
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Peak Tramways Co., Ltd. 


The annual meeting will be held 
on July 11. The profit for the last 
business period of Sept. 1, 1945 to 
March 31, 1947, ic. for 18 months, 
amounted to $68,174. To this amount 
has been added $26,767 from the last 
account, making a total of $94,941 for 
distribution. 


At the forthcoming annual meet- 
ing of shareholders, this sum will be 
allocated as follows: for passages 
and leave pay $5,842; for contingen- 
cies $12,500; for war losses $64,377; 
to carry forward $12.220. 


Hongkong & Kowloon 
Godown Co. Ltd. 


Wharf & 


At the forthcoming extraordinary 
meeting the authorised capital of 
the Company will be increased io 
$50,000,000 and the issued capital of 
the Company to $9,000,000 by the 
issue of 90,000 new shares of $50 each 
at a premium of $50 per share. 


Green Island Cement Co. Ltd. 


At the last meeting of Directors 
of the Company on May 22, it was 
resolved to issue 97,747 new shares 
of $10 each to the shareholders in 
the proportion of one new share for 
two complete old shares. A total of 
304,506 new shares were _ recently 
created as was reported in our May 
23 issue, page 40. 


Fortheoming Annual Meetings: 


Sandakan Light & Power Co. 
(1922) Ltd.: on June 26, for the 
period of July 1-Dec. 31, 1941 and 
Jan. 1-June 30, 1946. 


Hongkong Mines Ltd: on June 26. 


Hongkong Rope Manufacturing 


Co. Ltd: on June 28. 
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COMMERCIAL 
_ MARKETS 


Wood Oil Business 


The native market closed last 
week quoting $118 per picul; the New 
York market was reported dull and 
although the official price there 
stood still at 25 US cents per pound 
no business was put through at this 


rate. The China Vegetable Oil 
Corp. (CVOC) was a conspicuous 
seller during the last few weeks 


obviously despairing to obtain better 
prices in a world market where all 
vegetable oils have collapsed and 
lower prices in most commodities are 
anticipated. Hongkong exporters 
believe that current business can be 
effected around 22 US cents per 
pound but there are pessimists who 
see the price already under 20 cents. 


While CVOC is a strong buyer of 
tung oil in the local market, which 
is supplied largely by smuggling 
traders connected with powerful 
political interests in South China, 
several Chinese and Euronean ex- 
porters of tung oil were also active 
in spite of the Export Control Order 
1947 which now requires exporters to 
surrender 25% of their US dollar re- 
ceipts to the Exchange Control at 
the official rate. From now on ex- 
porters will have to calculate on the 
basis of 75% freely convertible, and 
25% surrendered US dollars, in 
other words they will obtain about 
5% less Hongkong dollars than be- 
fore June 9. The loopholes left in 
the Export Control Order 1947, and 
the ingeniousness of traders brought 
up in the tradition of evasion of laws 
and regulations will not eliminate 
fully unlicensed tung oil exports to 
America. 


Local arrivals of tung oil have been 
recently around 16,000 to 20,000 
piculs per month, all of which is 
being quickly shipped abroad, mostly 
to U.S. but recently also to European 
customers. The leading tung oil 
exporters here, next to CVOC, are: 
Great China Finance & Develop- 


99 
ment Corp.; Jardine, Matheson &z: 
Co.; T. O. Wong & Co.; Hongkong- 


Canton Export Co.; Fo Chong Co. 
Before the war the principal tung oil 
trading firm was the Werner G. 
Smith Co., also known as Li Jui &. 
Sons, who then handled about 50- 
60% of the total business. 


China Produce 


All prices were on the weak side; 
Sesamum oil sold at about $270 per 
picul, Peanut oil at $210-220, Cassia 
oil $1,100, Aniseed oil $300, Siamese 
coconut oil $112/113, Cassia lignea 
$16 per picul. 


65% wolfram ore was quoted by 
some dealers at $400 per picul but 
there is no established market for: 
this ore: and business is done with 
much hugger-mugger. 


New York China produce prices 
were unchanged from last week, 
most rates quoting nominally. 


Trade with Korea 


The American Military Govt in 
Southern Korea will permit private 
trading between foreign and Korean 
business men as from July 15 but 
such trading will be controlled by 
the US authorities together with 
Korean officials nominated by the 
Americans. The present method of 
trading between some Korean mer- 
chants and local business men is via 
Macao. 


Chinese Import Applications 


As from 23rd June, import ap- 
plications covering consignments of 


goods to be imported into China 
from Hongkong through various 
Customs Stations in this District, 


(viz., Kowloon Railway Station, Tai- 
shan Station, Lafsami Station, Sa- 
mun Station, Shumchun Railway 
Station, Shehow Station, Shatow 
Station, Shatowkok Station and 
Mankamtao Sub-station) are to be 
handed in, to the Chinese Mari- 
time Customs in Hongkong, for’ 
classification and valuation of the 
cargo. 


PRE-WAR AND CURRENT QUOTATIONS AND DIVIDEND 
PAYMENTS OF HONGKONG PUBLIC COMPANIES 


During the first six months of 1947 
the following 25 pubtic companies 
have held their annual ordinary 
meetings for the last business year 


which, in most cases, ended on 
December 31, 1946. A _ total of 18 
companies paid dividends (incl. 
bonus) to their shareholders, one 


company made a distribution of pro- 
fits (prior to winding up,) and 6 


companies could not yet resume 
dividend payments. 
Dividends 


The Hongkong & Shanghai Bank- 
ing Corp. paid £3 for the year 1946; 


the Bank of East Asia $7; H.K. Land 
Investment $2; Chinese Estates $4; 
H.K. Fire Insurance $8; Humphreys 
$1; Star Ferry $4; Chinese Entertain- 
ment $2; Dairy Farm $4; Union 
Waterboat $2.50- Canton Insurance 
$12; China Provident $1; Union In- 
surance of Canton 27/6 d; H.K. 
Trams $2; Watson $2.50; Indo China 
S.N. 6% on the cumulative preferred, 
and 20% on the deferred stock; H.K. 
& Kowloon Wharf $8; Lane Crawford 
$3. 


H.K. Realty & Trust Co. Ltd. made 
a distribution of $6 from _ profits 


realised from property sales (cf. our 
issue June 4, p..65). 


The following companies did not. 
pay dividends for the last (1946) 
business period: H.K. Electric, China 
Light, H.K. & Whampoa Dock, Peak 
Trams, Green Island Cement, and 
H.K. and Canton Ice (which com- 
pany is contemplating liquidation). 


Capital Increases 


The following 8 public companies 
have, during the first six months of 
1947, announced an increase of their 
paid up share capitals (as well as 
authorised capitals). 


100 


Union Waterboat: 31,050 unissued 
shares to be issued at $7 each; 4 new 
shares for every 5 old ones. 


H.K. & Whampoa Dock: 27,125 un- 
issued shares at par ($10), and 500,- 
000 unissued shares at $20; 3 new 
for 5 old shares. 


Bank of East Asia: 27,993 bonus 
shares (one bonus for 2 old shares) 
and 16,021 unissued shares at $100; 
‘one new for five old shares. 


H.K. Land Investment: 100,000 un- 
issued shares at $50; one new for 3 
old shares. 


China Light & Power: issue of new 
capital at the discretion of the Direc- 
tors to be announced later. 
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HX. Tramways: 1,300,000 new 
shares of $5, credited as fully paid up 
to old shareholders; 2 new for one 
old share. 


Green Island Cement: 97,747 un- 
issued shares at $10- one new for two 
old shares. 


China Provident Loan: new issue 
of capital at the discretion of the 
Directors. 
Comparisons 

The following list containing 36 
public companies’ quotations and 
dividend payments has been com- 


piled by us for the purpose of com- 
paring pre-war and current values. 
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The table shows the number of 
shares issued and fully paid up, the 
nominal share value, the paid up 
capital, highest and lowest Stock 
market quotations in 1939 and 1940, 
the market price before the outbreak 
of the war in the Pacific, the cur- 
rent quotation (June 13, 1947, and 
the dividend and bonus payments 
made in 1939, 1940 and, provided that 
the annual meeting has been already 
held for the last business period, for 
the year of 1946. 


The Hongkong Stock Exchange is 
listing about 57 shares and 2 H.K. 
Govt bonds; however, only some 25 
local shares can be regarded as 
active. All active shares have been 
included in the table. 


HONG KONG COMPANIES QUOTATIONS AND DIVIDENDS 


fisued Norninal 


Name of Stock Shares Value 
H.K. & S. Bank 160,000 $125 
Bank of East Asia 55,986 $100 
Canton Insurance 50,000 $ 20 
Union Insurance 135,000 £ 6 
H.K. Fire Insurance 40,000 S$ 20 
China Underwriter 256,000 $ 7 
Douglas S.S. 20,000 $ 50 
H.K. M. Steamboat 80,000 | $ 15 
Pref, 49,589 £ 5 
Indo China S.N. 
Det. 49,589 £ 5 
Union Waterboats SO,o1on pnt 
H.K. & K. Wharf 90,000 $ 50 
H.K. & W. Dock 471,976 §$ 10 
Provident 442,213 $ 5 
H.K. Hotels 1,193,867 $ 7% 
H.K. Land 300,000 §$ 25 
Humphreys 200,000 $ 10 
H.K. Realty 200,000 $ 10 
Estates 16.500 $100 
Tramway 650,000 $ 5 
Old 25,000 §$ 10 
Peak Tram 
New 50,000 $ 5 
Star Ferry 80,000 $ 10 
Yaumati Ferry 84,000 §$ 10 
: Old 2,000000 $ 5 
China Light 
New 781,800 $§ 2% 
H.K. Electric 900.000 $ 10 
Macao Electric 133,938 $ 10 
Sandakan 50,000 $ 5 
Old 500,000 $10 
Telephone 
New 250.000 $ 2% 
Canton Ice 40,000 5 
Cement 195,494 $ 10 
H.K. Rope 200,000 §$§ 10 
Dairy Farm 293,335 $ 7% 
Watson 150,000 §$ 10 
Lane Crawford 29:.000%, $10 
Powell 42.000 $ 2 
Entertainment 99,5538 §$ 10 
Old 500,000 $ 2 
Construction 
New 500,000 $ 1 
Note:—In the case of China 
Underwriters the paid up _ share 


capital should read as follows: 256,- 
000 ordinary shares of $7, less call in 


Paid up 1939 1939 1940 1940 Dec.6 June13 Dividend & Bonus 
Capital High Low High Low 1941 1947 1939 1940 1946 
20,600,000 1,495 1,160 1,520 1,009 1,445 1,920 £5 £5 £3 
5,598,600 88 70 78 71 RG 112 6 6 7 
2.006,000 240 198 232% 175 250 430 12 12, 12 
£810,000 $485 330 510 300 450 800 25/— 25/— 27/6 

800,000 195 165 187% 136 200 320 11 11 8 
1.711,825 Afi) 45 1% 10 50 2 — — 2 
1,000,000 76 60 150 71% 120 260: 5 7.50 —_— 
1,200,000 18 11 11 10% 11 11 — = — 

$100 55 oe, 100 100 106 6% 69 6% 

495,890 

$ 80 24 i 80 110 So5ver alo =! 20% 

271,691 9 7% 7% 6.90 665 eer 60 45 2.50 
4,500,000 122 99 108 87% 103 260 7 v4 8 
4,719,760 19% 16% 24% 20 19 31% 1 1.10 — 
2,221,065 634 5.40 5% 3% 7.80 21% -50 75 1 
8,954,002 TS 342 6 3 4.25 24 -50 20 i 
7,500,090 371% 30 41 28% 38.15 74 2% 2% 2 
2,000,000 9% 7.10 8% 6% 8.50 24% .70 -70.. if 
2,000,000 5% 3% 5 3.10 4.30 15 40 .30 6 
1,650,000 103 90 15 100 100 190 10 13 4 
3.250.000 17.80 13% 18% 13.90 18 25% 1% 1% 2 

250,000 8 6% 8 740 6% 10% 6% 5% = 

250,000 4 3% 4 3% 3% 4% 

800,000 73 58 68% 55% 55 122 6 41% 4 

840.000 25.30 22% 28 21 23%4 34 2.40 2.40 — 

10,000,000 8.90 6% 9 5.70 6.90 16% 10% 10% — 
1,954,462 6 3% 5.55 2.95 ‘3.60 1134-31257 "2:30 —_— 
9,000,000 5834 49 70 53 22% 61% 2 2 — 
1,339,380 18% 16% 18 18 18% 24% sipe — 

250,000 . 12% 9.85 12% 1 12.60 13 
e 25% 19% 32.10. 18.85 © 25.75 51 
5,625,000 14% 14% — 

9 ef 12.10 7.90 9.50 30% 

200,000: 1,70 95: —_— 1 1 7% — — — 
1,954,940 17% 11% 20.40 13 18.30 24 LYS. 2 —_ 
2,000,000 6 3% ofan tts3 4y, 11% 13% 021 — 
2,200,012 2614 23 23.90 21% 19 75 152) 1200 4 
1,500,000 9% 7% 11 7.30 14 42%, 1.25 1.40 2% 

750.000 8.10 7.20 9 7.45 8 444% 80 .80 S! 

84,000 1 75 1.90 1 2.40 6 30 30 —_ 

998,580 7% 6 7.40 6.45 6.90 31% 70 .70 2 
1,000,000 1% 1.30" 51:80. ond COM ee GOe menace me ane — 

500,000 1 — 1 cons —= a 


arears $80.175, $1,711,825, plus 15,000 
founders’ shares of $1, making a total 
of $1,826,825. 


In the case of Yaumati Ferry 


there are 7,500 preferred shares and 
76,500 ordinary shares of $10 each; 
rre-war dividends for pref. shares 
was $2.90, and for ordinary $2.40. 
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REVALUATION OF CAPITAL AND ASSETS IN 
INFLATION-RIDDEN CHINA 


_ The progressive monetar infla- 
tion in China has cae oe 
annihilation of pre-war values. 
Among ,many problems arising 
from this fact, e.g. the rate of 
repayment of pre-war deposits, 
Savings, insurance policies, govern- 
_ment bonds, domestic indebtedness 
etc., the revaluation of companies” 
fixed & current assets and share 
capital presents itself with great 
urgency. This question is felt as 
particularly pressing by the Chin. 
ese Stock Exchange in Shanghai, 
company directors and_ share 
holders, the investing public, and 


the management of big and small 
firms. 


From a number of Chinese 
studies published in the vernacular 
press of Shanghai, the Bureau de 
Documentation (Economie Chino- 
ise) of the French Jesuit *Univer- 
site l’Aurore (under the Dean of 
the Law School, M. de Breuvery) 
has compiled the following essay 
as well as the translation of the 
Chinese Government ‘Measures 
governing the Revaluation of Fixed 
Assets and the Readjustment of the 
Capital of Industrial, Mining and 
Transportation Enterprises.” 


NECESSITY FOR REVALUATION OF 
CAPITAL AND ASSETS 


In the war-stricken economy of 
China, monetary inflation has been 
pushed so far that the amount of CN 
dollars allowed for the construction of 
a whole building in 1937 is now barely 
enough to procure a few bricks, and 
the value of a colossal machine in 
terms of CN currency then, comes very 
near to the cost of a tiny screw at the 
present hour. If you happen to look 
into the account books of a Chinese 
factory, you will very often see that 
its whole fixed assets: machinery, 
equipment, land, building, office furni- 
ture etc. all put together, are repre- 
sented by a sum of CN dollars even 
smaller than what a common pedestrian 
carries in his pocket. A set of books 
so far removed from actuai:ty is ex- 
tremely harmful both to the private 
interests of productive enterprises and 
the welfare of the general public: — 


(a) People have become entirely un- 
able to grasp the actual financial 
conditions or to judge the com- 
mercial credit of any enterprise. 


No adequate amortisation reserve 
can be put aside and as a result 
heavy taxes fall on apparent pro- 
fits which is tantamount to con- 
fiscation of the very capital itself. 


Enterprises can no longer absorb 
new investment, since any increase 
of capital raises the difficulty of 
how to fix the respective rights and 
interests of the old and new share- 
holders; on the other hand, ac- 
cording to the Company Law, the 
amount of debentures issued by a 
company cannot surpass. the 
amount of its own capital as indi- 
cated by its account books. 


(b) 


(c) 


(d) A general commercial demoralisa- 
tion’ seems inevitable, since busi- 
ness firms find themselves obliged 
to keep false accounts in order to 
avoid further losses of capital. 


For these and similar reasons, a 
national production conference was 
held early in 1943 and a petition was 
presented asking the Government to 
authorize a revaluation of the fixed 
assets of productive enterprises. As 
answer to this request, the Ministries 
of Finance and Economic Affairs jointly 
drew up the ‘Wartime Measures 
governing the Revaluation (of Fixed 
Assets) and the Increase of Capital of 
Profit-seeking Legal Entities” com- 
prising 19 articles. 


It was laid down therein that im- 
portant industrial, mining and trans- 
portation enterprises affecting national 
defence and the people’s_ livelihood, 
which had been established two years 
before the promulgation of these 
Measures, might revaluate their fixed 
assets for an increase of capital. How- 
ever, the appreciated value of the 
fixed assets should not surpass 8 times 
the original capital amount. These 
Measures were passed by the Executive 
Yuan on February 15, 1944. But un- 
fortunately they failed to be put into 
force because they were rejected by 
the Supreme Council of National 
Defence. 


In view of the ever increasing up- 
ward trend of commodity prices the 
Supreme Council of National Defence, 
finally on December 28, 1946, passed 
the present “MEASURES GOVERNING 
THE REVALUATION OF FIXED AS- 
SETS AND THE READJUSTMENT OF 
THE CAPITAL OF INDUSTRIAL, 
MINING AND TRANSPORTATION 
ENTERPRISES.” 


GOVERNMENT 
FEATURES 


MEASURES’ THREE 


These Measures have three charac- 
teristic features: 


1. SCOPE OF APPLICATION: 


This is not laid down according to 
the forms of organisation of enter- 
prises, but following the types of 
business operated by them. Whether 
an enterprise is a company, partner- 
ship or privately owned business, pro- 
vided it is engaged in _ industrial, 
mining or transportation business, it is 
governed by the present Measures. It 
is to be noted that the projected 
“Wartime Measures” of 1943 were only 
meant for various kinds of companies 
organized in conformity with the Com- 
pany Law. The legislators of these 
projected Measures put special stress 
on the development of company organi- 
sations, while under the present Mea- 
sures, equal importance is given to all 
forms of organisation. 


In virtue of the terms of Art. 10 of 
the present Measures, fishery and 


agricultural enterprises can also apply 
for authorisation for a revaluation of 
their fixed assets. But this extension 
of the scope of application does not 
_cover financial or commercial busi- 
nesses. An explanation for this was 
given by the Vice Minister of Economic 
Affairs, during a press conference held 
in Shanghai on December 29, 1946: 


(a) Recently many depositors 
petitioned that compensation be 
paid for their prewar deposits. 
This forms a rather difficult 
problem. Should the Government 
allow financial circles to revaluate 
their assets, it would be tantamount 
to giving support to the demands 
of depositors, 


Art. 7 of these Measures is dedi- 
cated to direct floating capital into 
productive channels, but the 
Government is far from desiring 
to see loose money flow into com- 
mercial and speculative circles. 


The Government seems to neglect 
other phases of the problem. In the 
present economic conditions in China, 
financial and commercial business need 
to readjust their capital and in- 
vite new investment just as much as 
any other type of business. If the 
Ministries of Finance and Economic . 
Affairs proclaim official price indices, 
depositors have already ~ sufficient 
ground for requesting compensation for 
their prewar deposits. Therefore the 
fear of the Gcvernment stated above 
does not seem to be well founded. New 
investments along commercial lines do 
-not as such necessarily imply any 
danger of speculative activities. On 
the contrary, if no proper investments 
can be obtained, traders will’ be forced 
to have recourse to high interest loans. 


2. METHOD OF REVALUATION: 


In virtue of Art. 1 of these Mea- 
sures, revaluation can only be affect- 
ed once for all and must be accom- 
plished during the. year 1947. This 
revaluation is applied to fixed assets 
alone. Current assets are excluded 
because of the frequent fluctuations 
of their prices and the relative in- 
significance of their comparative 
value. The standard’ of revaluation 
as prescribed in Art. 3 is as follows: 
the aggregate purchasing price of the 
fixed assets after deduction of their 
depreciation, shall be multiplied by 
one half the number of times the 
price index of the purchasing year is 
contained in the nationwide whole- 
sale price index of the year 1946. 


have 


(19) 


At the present time, all enterprises 
are more or less in need of capital 
to cease their financial difficulties. 
Though no legal provision explicitly 
concedes that an enterprise can bor- 
row money up to its capital amount 
increased after revaluation of fixed 
assets, it remains true nevertheless 
that in the light of the principles of 
financial management, the solvency 
as well as the investing capacity of 
an enterprise is proportionate to the 
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value of its assets. Therefore the re- 
valuation of fixed assets should fulfil 
its most important- mission of fur- 
nishing to present and prospective 
creditors a sound reference as to the 
real commercial credit of the enter- 
prise. On the other hand, fair taxa- 
tion has mach to do with the exacti- 
tude of the value of assets recorded 
on the account books. Yet, the 
maximum standard of revaluation is, 
roughly speaking, limited to one half 
of the official price index for the 
year 1946, and this revaluation can 
only be undergone once for all and 
is to be accomplished during the year 
1947. Under such provisions, even if 
we suppose that the official price 
index shows accurately the price 
index of fixed assets in question, and 
especially that monetary inflation 
has entirely ceased so that the price 
level of 1947 remains the same as that 
of 1946, still the actual value of the 
fixed assets would be but half repre- 
sented on the account books, Yet, as 
a rule, Official price indices are far 
from being indicative of the true 
price level. Furthermore, while the 
price index for 1946 was 10,000 times, 
it may reach some 100,000 times by 
the end of the current year. We see 
therefore how partial will be the 
revaluation of fixed assets as en- 
-visaged in the present Measures, and 
how insignificant this will turn out to 
be if we consider its scant value for 
in reducing the precise commercial 
credit of the enterprise and for guid- 
ing a fair taxation. 


3.—INCREASE OF CAPITAL & 
ee FOR NEW INVEST- 


Art. 6 of these Measures requires 
the entire appreciated value of the 
fixed assets to be inserted into the 
capital of the enterprise and attri- 
buted ‘to the various shareholders 
under the form of stock dividend. It 
is prohibited to convert it into cash 
for being distributed as profit. In 
fact, this appreciated value only re- 
sults from the depreciation of the 
currency and can by no means be 
regarded as a gain realised by the 
enterprise. Art. 7 further says that 
new shares shall be put on subscrip- 
tion amounting at least to one Tifth 
of the total amount of the appreciat- 
ed value. This is clearly intended to 
urging enterprises to absorb new 
capital for the purpose of con- 
solidating their strength. 


What about the relationship be- 
tween the old shareholders and the 
prospective new shareholders imposed 
by Art. 7 of these Measures? Whe- 
ther it. is fortunate one for the old 
shareholders depends entirely on the 
accuracy of the official price index. 
Suppose the actual price index 
should be 5,000 times, but the one 
cfficially adopted is merely 3,500 
times, then the old. shareholders 


would lose 1500/5000 of the actual 


value of the fixed assets, to the bene- 
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fit of the new comers. Such a loss 
ean be avoided only if all the new 
shares are subscribed by the existing 
shareholders, each proportionally to 
the number of shares he already has 
in hand. 


One matter of prime importance is 
that the Supreme Council of Nation- 
ai Defence has proclaimed that any 
appreciated value resulting from 2 
revaluation of fixed assets in virtue 
of the present Measures, shall not ke 
treated as income or profit: therefore 
no income or profit tax shall be levied 
on it. 


TASK OF THE STOCK EXCHANGE 


Given the task of fostering pro- 
ductive enterprise and helping econo- 
mic development, the Stock Exchange 
should make every exertion to) co- 
operate with government authorities 
with a view to achieving the best 
possible results in the enforcement 
of the present Measures. Special 
efforts should be directed along the 
following lines: 


1. Increase of the number of kinds 
of stocks on sale in the stock ex- 
change: When investors can easily 
at any time sell their stock on the 
open market, productive enterprises 


will experience no _ difficulty in 
absorbing new investments, and 
large-scale financial corporations 


will soon make their appearance and 
undertake all kinds of share certi- 
ficates. 


2. Investigation, study and pub- 
lication of the actual values of dif- 
ferent stocks: This will bring the 
market price and the actual worth 
of a stock closer to each other despite 
any partial revaluation of the fixed 
assets Of an enterprise. Old share- 
holders will be able to sell their 
stocks without loss, and new shares 
can also be issued on _ subscription 
without raising any inconvenience in 
the relationship between old and new 
shareholders. Besides, this will give 
a fair chance to all kinds of stocks 
on sale in the stock exchange. In 
the Shanghai Stock Exchange, for 
instance, in the past months, the 
“Wing On Textile’ and a few other 
stocks have nearly monopolized all 
transactions, while for the _ rest, 
there has been little or no bid at all. 
The main cause for this is to be 
found in the lack of tonfidence of 
the general public in the majority of 
the stocks. It may be expected that 
after the actual strength of stocks 
has been brought to light, the field 
of investment will’ be notably en- 
larged. 


3. To accept stocks which are not 
on sale in the stock exchange, as 
substitutes for cash securities and 
overcharge securities. Such a step 
will arouse general interest and faith 
in those stocks, and be greatly help- 
ful for launching new shares on 


-subscription. 


MEASURES GOVERNING THE RE- 

VALUATION OF FIXED ASSETS 
. AND THE READJUSTMENT OF 
THE CAPITAL OF INDUSTRIAL; 
MINING AND TRANSPORTATION 
ENTERPRISES 


(Passed by the Supreme Council of 
National Defence on December 


28, 1946.) 

(Condensed) 
1. Under any of the following 
conditions, industrial, mining and 


transportation enterprises may re- 
valuate their original fixed assets in 
order to readjust the amount of 
their capital. 


(a) When under the influence of 
the commodity price level, the 
original capital is no longer 
sufficient to meet the require- 
ments of business activities, 
which makes it necessary to 
invite the subscription of new 
capital; 

(b) When. it is necessary to invite 

the subscription of new capital 

to yenlarge the scale of the 
business operated by them; 

(c) When it is necessary to re- 

adjust the capital on account 

of a merger with any other 
organisation. 


The above-mentioned revaluation 
shall be effected once only and must 
be accomplished within 1947. 


2. The industrial, mining and 
transportation enterprises as _ pre- 
scribed in the preceding Article, 
shall only be those which have been 
duly registered with the competent 
authorities. 


3. The original purchasing price 
of the different fixed assets, exclud- 
ing land, of the industrial, mining 
and transportation enterprises, after 
deducting their depreciation and 
damages up to 1945, shall be known 
as their depreciated value. 


The above depreciated value mul- 
tiplied by one half of the number of 
times the commodity price indéx of 
the year of purchase, as contained in 
the nation-wide wholesale commo- 
dity price index of 1946, shall be the 
eee limit of the re-estimated 
price. 


4. The necessary nation-wide 
average commodity price indices of 
the various years as stipulated in 
paragraph 3 shall be jointly prepared 
by the Ministries of Economie Affairs 
and Finance in accordance with the 
Statistic data proclaimed by the 
Government, and submitted to the 
Executive Yuan for'confirmation and 
promulgation. 


5. The re-estimated price of land 
owned by industrial, mining or trans- 
portation enterprises shall be based 
on the price assessed by the local 
land administration. 


June © 
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TOBACCO INDUSTRY IN THE 
PHILIPPINES 


The war completely disorganized 
the tobacco industry of the Philip- 
pine Islands in all its phases and 
processes of production and manu- 
facture. Losses were great. Total 
rehabilitation will take several years. 
In the meantime the Islands’ output 
and export of leaf tobacco are far 
below normal levels; cigars and 
cigarettes are similarly affected. 


In normal years, the tobacco in- 
dustry was one of the foremost 
revenue-producing sources in the 
Philippines. Tobacco and _ tobacco 
products were both exported and im- 
ported. 


U.S. Imports 


United States imports from the 
Islands included substantial gquan- 
tities of cigar tobacco and a large 
volume of Maniia cigars. In the 
1934-38 period, United Stkrtes “im- 
ports for consumption" of Philippine 
cigar leaf averaged 2,900,000 pounds 
Entries of Manila cigars averaged 
189,300,000 units during the same 
period. Moreover, the Islands were 
the first-ranking market for United 
States cigarettes, 1934-38 average ex- 
ports from this country to the Philip- 
pines reaching 2,500.000,000 units. 


Situation in 194¢ 


The 1945-46 tobacco crop, estimat- 
ed at 170,000 quintals, was only 24 
percent of prewar average production 
(1 quintal equals 46 kilograms). The 
total planted area was reported as 
about 24,000 hectares. or 40 percent 
of that cultivated commercially in 
normal years. Yields were abnor- 
mally low after a dry growing season, 
and typhoon losses were heavy in the 
Cagayan Valley at harvest time. 


Isabela Province was the principal 
producing area, with an estimated 
85,000 quintals; Cagayan Province, 
normally a large producing area, 


6. The amount of the appreciated 
value of fixed assets resulting from 
their revaluation in virtue of Article 
3 and the preceding article, shall be 
entirely converted into the capital of 
the enterprises and apportioned to 
the various shareholders in propor- 
tion to the amount of the original 
capital. It shall not be distributed 
in the form of cash. 

7. When an industrial, mining or 
transportation enterprise revaluates 
its fixed assets and readjusts the 
amount of its original capital in 
accordance with these Measures, it 
shall invite new subscriptions in cash 
to its capital, amounting to at least 
one fifth of the total amount of the 
appreciated value. 

10. When necessity for a revalua- 
tion of fixed assets and a readjust- 
ment of capital is felt by productive 
enterprises other than industrial, 
mining or transportation ‘on busi- 
nesses. and if approval is secured 
from the competent authorities, these 
Measures shall be applied. 


accounted fcr only 30,000 quintals. 
The balance of 55,000 quintals was 
grown mostly in Central Luzon. 


Harvesting was completed in May 
1946, and most cf the crop went to 
the curing sheds. Philippine tobacco 
is usually held by growers until 
October when the marketing season 
commences. Trading during’ the 
summer was mostly in stocks of old- 
crop tobacco, which furnish the im- 
mediate supplies for manufacture 
and export: The 1945-46 yield will 
not be used to any great degree for 
manufacture until late 1947. 


Stocks of Tobacco 


As of July 1, 1946, old-crop stocks 
were estimated at approximately 
175,000 quintals. Practically all of 
this was cigar filler produced in 
Isabela and Cagayan’ Provinces. 
About half was from the _ high- 
quality crops of 1940-41 and 1941-42. 
The balance is fair-quality tobacco, 
mainly from the crops of 1942-43 and 
1943-44, with a small quantity from 
the 1944-45 yield. Manufacturers 
prefer to leave the stocks within the 
producing area and to hold at Manila 
only the quantities necessary to pro- 
vide for actual requirements. Ware- 
house space in Manila is scarce and 
expensive. 


Export Opposition 


Some opposition to exportation is 
voiced by manufacturers who fear 
that exports of old crop will promote 
the maintenance of high prices in 
the Philippines for leaf tobacco and 
thus hinder cigar manufacture. 
Also, they fear that the supply of 
high-quality leaf from the old crop 
may be so greatly depleted by 1948 
that the industry may be dependent 
at that time almost solely on the 
poor-quality leaf from the 1945-46 
crop. Manufacturers contend that 
present high prices, and their lack oi 
funds. and warehouse space, prevent 
them from ‘assuring their future 
supply through preclusive buying of 
existing good-quality stocks. 


For exportation, dealers have quot- 
ed graded leaf tobacco at prices 
ranging from 25 pesos per quintal for 
grade 5 to 100 pesos for grade 1. 
Most of the tobacco offered for ex- 
port has been grade 2, which accord- 
ing to trade exports can be purchas- 
ed for 75 pesos per quintal f.o.b. 
Manila. 


Within the producing areas, prices 
are lower than in Manila by 10 to 40 
pesos per mixed bale of 2.5 quintals, 
according to the relative accessibility 
of the area in which the tobacco is 
located. These differentials are suf- 
ficient to allow for handling, trans- 
portation, and other marketing costs. 


Tobacco Manufacturers 

Philippine manufacturers of cigars 
and cigarettes are producing almost 
wholly for the local market. 
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The total output in 1946 was about 
60,000,000 cigars and _ 1,000,000,000 
cigarettes, indicating for the year a 
total utilization of leaf by licensed 
manufacturers of possibly 50,000 
quintals. Also, a disappearance of 
10,000 quintals through use by non- 
licensed manufacturers is possible. 


In 1940, the Philippine industry re- 
ported the tax-paid manufacture of 
331,000,000 cigars and 3,000,000,000 
cigarettes. The outputs in 1946 are 
only 20 percent of prewar for cigars 
and 30 percent of prewar for 
cigarettes. 


A total tax-paid output for 1945 of 
11,700,000 cigars, 251,600,000 cigarettes, 
29,289 kilograms of smoking tobacco, 
and 39,593 kilograms of chewing 
tobacco was shown in final reports 
of the Bureau of Internal Revenue 
for that year. The cigarette output 
include 16,900,000 which were manu- 
factured in March and April 1945 
exclusively for the United States 
Army. Ordinary commercial produc- 
tion of cigars and cigarettes by 
licensed manufacturers did not begin 
until June 1945. 


Cigar prices vary considerable ac- 


cording to shape and quality. For 
the. medium-quality cigars, which 
account for most of the output, 


factory prices average 200 pesos per 
1,000 cigars. For the  better-grade 
Coronas. the usual factory quotation 
is 300 pesos per 1,000 cigars. Popular 
brands of domestic cigarettes have a 
factory price of 270 pesos per: 1,000 
packages (30 cigarettes). These 
quotations include revenue’ taxes 
paid by the manufacturers amount- 
ing to 7 pesos per 1,000 cigars and 90 
pesos per 1,000 packages of cigarettes. 
Outlook 


Exportation of leaf tobacca and 
production of cigars for the domestic 
market apparently will be the prin- 
cipal activities in the Philippine 
tobacco industry during 1947. Res~ 
toration of the cigar-export industry 
is slowed down by high cost cf 
labour and shortage of supplies, par- 
ticularly boxes and other packaging 
materials. Not only do the high 
prices limit exportation but they 
block the expansion of sales in the 
domestic market, since Philippine 
buyers in normal years obtain cigars 
at the very low prices. 


Indications are that the area devot- 
ed. to the 1947 tobacco crop will not 
exceed 60 percent of the prewar area 
Continued serious shortages of work 
stock (water buffalo) and imple- 
ments, also the scarcity of foodstuffs 
(especially in Cagayan Province), 
are responsible for this condition. 


The Philippine Republic cannot re- 
sume its position as an expofter of 
unmanufactured tobacco until the 
commodity is in much better supply. 
In the meantime, cigar manufacture 
cannot be expanded to anything like 
prewar levels. The future of, the 
cigar export trade, however, is more 
dependent on such adjustments as 
may occur in cost and price relation- 
ships than it is on ‘the tobacco crops. 
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EXCHANGE RATES OF THE BANK OF ENGLAND 


The following table of Exchange 
Rates gives the rate at which an ex- 
porter is able to convert proceeds of 
sales abroad into British currency, ‘ie., 
the rates are based on the selling 
‘quotations of foreign currenties. In the 
case of certain countries—a number 
in South America for example—it is 
‘impossible to give a single rate to 
cover al] cases. The rates in the table 


are as representative: as possible but 
any qualifications in the foot-notes 
should be carefully observed. Where 
special surcharges on currency trans- 
actions are levied, these have been in- 
cluded so far as possible. 


Ali rates are telegraphic transfer 
unless otherwise indicated. The infor- 
mation given in the third column on 


LATEST QUOTATION 


the Exchange System is mainly of 
technical interest. Where Bank of Eng- 
land official rates apply, and for Ster- 
ling Area currencies, rates for for- 
ward transactions can normally be ar- 
ranged even where a definite forward 
quotation is not indicated in the table 
—so long as the currency it is desired 
to sell will arise from genuine com- 
mercial transactions. 


LATEST QUOTATION 


Approximate Approximate 
Country Unit Exchange Rate Equiv. per Country Unit Exchange Rate Equiv. per 
System : unit System unit 
in British in British 
Currency Currency 
Argentina Paper Special Japan Private trading not yet permitted 
peso Account 16.62! 14.4440d. Java (N.E.IL.) Florin Dutch 
Austria Schilling Austrian : Account 10.70* 22.4300d. 
a/e 404 6.0000d. Mexico Peso American 
Australia £A Sterling Account 19.65 12.2137d. 
Area 125% 191.2350d. N. W. Indies Florin B. of E. 
Belgium Franc B. of E. Official 7.62 31.4960d. 
Official 176% 1.3579d. New Zealand £N.Z. Sterling 
Belgian Congo Franc Belgian Area 125 192.0000d. 
Account 177 1.3559d. Nicaragua Cordoba American 
Bolivia Boliviano Special Account *22.352 10.7383d. 
; p Account 171.252 1.4015d. Norway Krone B. of E. f 
Brazil Cruzeiro Special Official 20.02 11.9880d. 
: : Account 75.45 3.1809d. Palestine = 
Bulgaria Private trading not yet permitted 1,000 Sterling 
Canada Dollar B. of E. Mils Area 100%# 239.7004d. 
; Official 4.04 59.4059d. Panama Dollar B. of E. 
Chile Peso Special 101.353,8  2.3680d. Official 4.04. 59.4059d. 
: ; Account 125.70 1.9093d. Paraguay Guarani Specia] , 
China National Account 12.60 19.0476d. 
; Dollar 14,0004,7 0.0171id. Peru Sol Special] 
Colombia Peso American Account 26.206 9.1603d. 
? Account 7.352,8 32.6531d. Poland Zloti Polish a/c 4034 0.5955d. 
Costa Rica Colon American Portugal Escudos PB. of E. 
Account 22.65 10.5960d. Official 100.20 2.3952d. 
Cuba Peso American Rumania Private trading not yet permitted 
Account 4.04 59.4059d. Salvador Colon American 
Czechoslovakia Krown B. of E Account 10.178 23.5988d. 
Official 202 1.1881d. Siam Tical Siam a/c. 41 5.8537d. 
Denmark Krone B. of E. Singapore Dollar Sterling 
: Official 19.36 12.4967d. Area 2s. 4.1/16d. 28.0625d. 
Ecuador Sucre American South Africa §S.A. Sterling 
: Account 56.582,8 4.2418. Area 100% 238.8060d. 
Egypt Piastre Sterling Spain Peseta Special] 
: : Aree 97% 2.4584d. Account 44.00 5.4545d. 
Finland Finmark 555 0.43243d. Sweden Krona B. of E. 
France Franc B. of E. Official 14.50 16.5517d. 
: Official 480.30 0.4997d. Switzerland Franc B. of E. 
French Empire B. of E: Official 17.36 13.8249d. 
Official Syria and 
Germany Private trading not yet permitted Lebanon Piastre B. of E. 885 0.2712d. 
Greece Drachma 20,0805 0.0119d. Official 
Holland Florin B. of E. ‘ Turkey Piastre Turkish 1140 0.2105d. 
(Guilder) Official 10.70 22.4299d. Account 
Honduras Lempira American USSR: Rouble 21.50 11.1628d. 
Account 8.25 29.0909d. U.S.A. Dollar B. of E. 
Hong Kong Dollar Sterling Official 4.03% 59.4796d. 
Area 1s. 2.15/16d. 14.9375d. Uruguay Peso Special] 
Hungary Forint Hung. a/c 45.964 5.1107d. « Account 7.209 33.2917d. 
Iceland Krenur Sterling Venezuela Bolivar American < 
x Area 26% 9.1428d. Account 13%3 17.4545d. 
India Sterling 
} Area 1s. 5.15/16d. 17.9375d. FORWARD QUOTATION 
tran Rial 130 1.8462d. (Discount 1 Month) 
Traq Dinar= 
1,000 Sterling Canada % cent Sweden 1% ore 
Fils Area 100%+t 239.7004d. France 40 centimes Switzerland 1% centimes 
Italy Lire 905 0.2651d. Holland 1 cent U.S.A. 3& cent 
NOTES: 1 Buenos Aires quotation. 2 Including special charges. 8 Sight quotation. 4 Nominal quotation at present. 


690 day quotation. 


0 7 Shanghai quotation. 
* Batavia quotation. 


¥ per £100. 


5 Athens quotation. 8 For essential imports. 


